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FY05 Methodology

• Analyze revenue streams by game type.

• Develop multiple estimation models for each game 
type.

• Derive a weighted average estimate (WAE) and an 
estimated range that were considered “statistically-
significant” for each game type. 

• Sum WAE and estimated ranges across all game types 
to derive total revenue estimates for FY2005.

• Forecast total expenses (as percent of revenue).

• Calculate net lottery proceeds & sales per capita.
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FY05 Revenue & NLP Estimates 
(December 14, 2004)
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FY05

Actual

vs.

Estimates

Tennessee General Assembly, Fiscal Review Committee



FY2005 Net Lottery Revenue Estimates 
by Game Type (December 14, 2004)
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Net Lottery Revenue
Actual vs. Estimate (FY2005)
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Net Lottery Revenue
Actual vs. Estimate (FY2005)
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Net Lottery Proceeds
Actual vs. Estimate (FY2005)

Tennessee General Assembly, Fiscal Review Committee



Any Revisions to FY05 Estimates?

• Instant game sales over expectations by 16%.
TELC has introduced new games with higher payout 
ratios.

• Cash 3 sales over expectations by 7%.

• Powerball sales below expectations by (13%).
Anticipating another $150.0 million jackpot that has not 
occurred yet.   

• Lotto 5 sales below expectations by (14%).
Very limited data back in December.
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FY05 Conclusion

• FY05 Net Lottery Revenue (NLR) estimates turning 
out conservative. 

• Net Lottery Proceeds (NLP) coming in as expected.

• NLR: 107.5% of pro-rated estimates.

• NLP: 101.3% of pro-rated estimates.

• Explanation – Instant Games. 

• Expenses (as of March 31, 2005) were 70.8% of NLR.

• Net Lottery Proceeds (as of March 31, 2005) were 
29.2% of NLR.
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FY05 Conclusion
(April 26, 2005)
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FY06 Methodology

1) Use FY2005 estimates as base year. 
2) Assume sales per capita growth rate = 4.0%.  

(Consistent with lotteries in KY, GA, FL, MO, OH, 
and VA over last 7 years {1997 – 2003}). 

3) Assume 1-year population growth rate = 1.0%.
(Consistent with growth rates since 2000)

4) Assumed expenses were 69% of total net revenue.
5) Assumed net lottery proceeds were 31% of total net 

revenue. 
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FY06 Revenue & NLP Estimates 
(December 14, 2004)
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FY06 Conclusion

• FY06 Net Lottery Proceeds estimates 
($232.8 million) still reasonable.

• FY06 Net Revenue Estimates are 
somewhat low.

• 70% Expenses - 30% NLP.
• To achieve $232.8 million in NLP, Net 

Revenue would need to be approximately 
$776.0 million vs. $750.9 million.
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FY06 Conclusion
(April 26, 2005)
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Other Points 

of Interest
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Other Points of Interest

• Net Lottery Proceeds transferred to date is $168,319,000.

• As of March 31, 2005, over $3.8 million was earmarked for 
After-School Programs.

• April 17, CASH 4 launched.

• Between July 1, 2004 and December 31, 2004, there were 
nine (9) Powerball drawings with jackpots exceeding 
$100,000,000.

• Since January 1, 2005, there have been no Powerball 
drawings with jackpots exceeding $100,000,000.

• Current Powerball jackpot is $54,000,000.
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Looking ahead 

to December 2005
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Looking ahead to December 2005

• Compare end-of-FY05 numbers with projected estimates.
• Determine if any changes need to be made to our basic 

predicting methodologies. 
• Revisit the Revenue-to-Expense-to-NLP Ratio.
• Revisit behavior of Powerball jackpots.
• Gasoline Prices, Inflation, and Lottery Ticket Sales.
• Larger database of information (21 months vs. 9 months)
• Include CASH 4 into our overall analysis.
• Conduct new statistical analyses.
• Develop new predicting models. 
• Present updated estimates for FY06.
• Present new estimates for FY07.
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ANY

QUESTIONS?
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